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COMBINATION  AND  MOBILE  HOME 
LOT  LOANS 

Insurance  of  Financial  Institutions 

The  Department  of  Housing  and 
Urban  Development  is  considering 
amending  subtitle  B  of  Title  24  of  the 
Code  of  Federal  Regulations,  Chapter  n, 
subchapter  B,  Part  201,  “Property  Im¬ 
provement  and  Mobile  Home  Loans,”  by 
adding  a  new  subpart  D,  “Combination 
and  Mobile  Home  Lot  Loans.”  The  pro¬ 
posed  regulations  implement  sections 
309(b)  (2)  and  (d)  of  the  Housing  and 
Community  Development  Act  of  1974, 
Pub.  L.  93-383,  which  amended  Title  I 
of  the  National  Housing  Act,  12  U.S.C. 
1703,  to  provide  for  insurance  of  finan¬ 
cial  institutions  that  make  loans  to 
finance  the  purchase  of  mobile  home 
lots  by  present  owners  of  mobile  homes, 
and  loans  for  the  purchase  of  a  mobile 
home  lot  and  a  mobile  home  in  combina¬ 
tion. 

The  maximum  loan  for  the  purchase  of 
an  undeveloped  mobile  home  lot  would 
be  $5,000  and  the  maximum  term  for  re¬ 
payment  would  be  10  years  and  32  days. 

The  maximum  loan  for  the  purchase 
of  a  single-wide  mobile  home  and  a  de¬ 
veloped  lot  would  be  $20,000  and  the 
maximum  term  would  be  12  years  and 
32  days. 

The  maximum  dollar  amount  that 
could  be  allocated  for  the  purchase  of  a 
developed  mobile  home  lot  is  $7,500, 
and  the  maximum  term  for  repayment 
would  be  10  years  and  32  days. 

The  maximum  loan  for  the  purchase  of 
a  mobile  home  consisting  of  two  or  more 
modules  and  a  developed  lot  is  $27,500. 
The  maximum  term  would  be  15  years 
and  32  days.  Mobile  homes  acquired  pur¬ 
suant  to  tills  subpart  will  be  required  to 
be  built  in  accordance  with  the  stand¬ 
ards  required  by  the  regulations  and  pro¬ 
cedures  implementing  the  National 
Mobile  Home  Construction  and  Safety 
Standards  Act  of  1974,  Pub.  L.  93-383, 
42  U.S.C.  5401  et  seq. 

Mobile  home  lots  acquired  will  be  ap¬ 
praised  by  an  agent  of  the  Secretary  and 
insured  lending  institutions  will  be  re¬ 
quired  to  determine  that  marketable  title 
is  vested  in  the  borrower  or  borrowers. 

Insured  lenders  will  be  required  to  ob¬ 
tain  a  first  lien  on  the  mobile  home  and 
the  mobile  home  lot  where  both  are  se¬ 
cured  with  proceeds  of  the  loan  but  only 
on  the  mobile  home  lot  where  only  a 
mobile  home  lot  Is  acquired  by  a  present 
owner  of  a  mobile  home.  The  first  lien 
on  the  mobile  home  and  the  mobile  home 
lot  where  state  law  permits  may  be  ob¬ 
tained  in  a  single  instrument.  Where  a 
chattel  security  and  a  real  estate  mort¬ 
gage  are  necessary  to  obtain  the  req¬ 
uisite  first  lien  or  security  interest  both 
instruments  will  be  required.  For  pur¬ 
poses  of  these  regulations  where  more 


than  one  legal  instrument  is  necessary  in 
order  to  effect  a  first  lien  on  a  mobile 
home  and  a  mobile  home  lot,  the  trans¬ 
actions  will  nevertheless  be  considered  to 
be  a  single  loan  transaction.  The  maxi¬ 
mum  interest  rate  that  will  be  permitted 
may  not  exceed  10  Vi  percent  per  annum. 

Insurance  afforded  to  lending  institu¬ 
tions  under  the  proposed  regulations  is 
subject  to  co-insurance  as  required  by 
Title  I  of  the  National  Housing  Act.  The 
Secretary’s  insurance  liability  is  limited 
to  no  more  than  10%  of  the  original  net 
amount  of  loans  properly  reported  for 
insurance  and  90%  of  the  insured 
lender’s  loss  on  an  individual  loan. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  the  making  of  the  proposed 
rule  by  submitting  written  data,  views, 
or  statements.  Communications  should 
be  addressed  to  the  Rules  Docket  Clerk, 
Office  of  the  Secretary,  Room  10141,  De¬ 
partment  of  Housing  and  Urban  Devel¬ 
opment,  451  Seventh  Street,  SW.,  Wash¬ 
ington,  D.C.  20410.  All  relevant  material 
received  on  or  before  September  6,  1976, 
will  be  considered  by  the  Secretary  before 
adoption  of  a  final  rule.  Copies  of  com¬ 
ments  submitted  will  be  available  during 
business  hours,  both  before  and  after 
the  specified  closing  date,  at  the  above 
address,  for  examination  by  interested 
persons. 

The  Department  has  made  a  deter¬ 
mination  that  the  program  will  not  have 
a  substantial  environmental  Impact.  A 
Finding  of  Inapplicability  has  been  filed 
with  the  Rules  Docket  Clerk,  at  the 
above  address,  and  is  available  for  In¬ 
spection  during  regular  business  hours. 

The  proposed  amendments  are  as  fol¬ 
lows  : 

Subpart  A — Property  Improvement  Loans 

1.  In  §  201.12  paragraph  (b)  is  pro¬ 
posed  to  be  amended  to  read  as  follows: 

§201.12  Insurance  reserve. 

*  •  *  *  # 

(b)  There  shall  be  maintained  for 
each  insured  a  general  insurance  reserve 
which  shall  equal  10  percent  of  the  ag¬ 
gregate  amount  advanced  on  all  eligible 
loans  originated  by  such  insured  pursu¬ 
ant  to  the  provisions  of  the  regulations 
in  Subpart  A  •  *  •,  D  •  •  *  of  this 
part  on  or  after  March  1,  1950,  and  prior 
to  the  expiration  of  the  Commissioner’s 
authority  to  insure  under  the  provisions 
of  this  Act,  less  the  amount  of  all  claims 
approved  for  payment  by  the  Commis¬ 
sioner  in  connection  with  such  loans  and 
less  the  amount  of  any  adjustment  made 
pursuant  to  paragraph  (c)  of  this  section. 
*  •  •  *  • 

2.  In  Part  201  a  new  subpart  D  is  pro¬ 
posed  to  be  added  to  read  as  follows : 

Subpart  D — Combination  and  Mobila  Horn# 

Lot  Loans 

Sec. 

201.1500  Incorporation  by  reference. 

201.1501  Purpose. 

201.1502  Definitions. 

Loan  Requirements 

201.1503  Eligibility  requirements. 

201.1504  Maximum  loan  amounts  and  terms. 

201.1505  Combination  loans  far  the  pur¬ 

chase  of  a  mobile  home  and  a 
developed  or  undeveloped  lot. 


Sec. 

201.1506  Loans  for  the  purchase  or  acquisi¬ 

tion  of  a  lot. 

201.1507  Title  and  lien  requirements. 
201.1608  Waived  title  objections. 

201.1509  Fees  and  charges. 

201.1610  Borrower’s  minimum  investment. 

201.1511  Financing  charges. 

201.1512  Mobile  home  lot  certification. 

Insurance  Requirements 

201.1513  Insurance  reserve. 

201.1514  Rate  of  insurance  charge. 

Default  Under  Mobile  Home  Obligation 

201.1515  Definition  of  default. 

201.1516  Date  of  default. 

201.1517  Notice  of  default. 

201.1518  Acquisition  of  property. 

201.1519  Notice  of  foreclosure. 

201.1520  Deed  in  lieu  of  foreclosure. 

201.1521  Notice  of  acquisition  of  title. 

201.1522  Disposition  of  property. 

Claims 

201.1525  Claim  application. 

201.1526  Amount  of  claim. 

201.1527  Incontestability  of  claim  payment. 

Extension  of  Time 

201.1528  Actions  to  be  taken  by  Insured 

lender. 

Amendments 

201.1530  Effect  of  amendments. 

Authority:  Sec.  7(d),  79  Stat.  670  (42 
U.S.C.  3535(d));  sec.  2,  48  Stat.  1246  (12 
UJ5.C.  1703),  as  amended  by  Pub.  L.  93-383, 

and  Pub.  L.  94-173. 

Subpart  D — Combination  and  Mobile  Home 
Lot  Loans 

§  201.1500  Incorporation  by  reference. 

All  of  the  provisions  of  Subpart  B  of 
this  part  concerning  insurance  of  insti¬ 
tutions  making  mobile  home  loans  shall 
be  applicable  to  insurance  of  institutions 
making  mobile  home  lot  loans  and  com¬ 
bination  loans  pursuant  to  this  subpart 
except  the  following  provisions : 

See 

201.501(b)  (1)(J)  and  (1)  Definitions. 
201.505  Purpose  of  subpart. 

201.625  Mobile  home  location  standards. 
201.530  Maximum  loan  amount. 

201.535  Borrower's  minimum  Investment. 
201.540  Financing  charges. 

201.625  Rate  of  Insurance. 

201.660  Maturity  provisions. 

201.585  Refinancing. 

201.595(e)  Dealer  Investigation  approval 
and  control. 

201.665  Claim  application. 

20 1 .675  Insurance  reserve . 

201 .900  Amendment  and  effect. 

§  201.1501  Purpose. 

The  provisions  of  this  subpart  con¬ 
tain  the  requirements  under  which  an 
approved  financial  institution  may  ob¬ 
tain  insurance  of  combination  loans 
(mobile  home  and  lot)  and  mobile  home 
lot  loans. 

§  201.1502  Definitions. 

As  used  in  the  regulations  in  this  sub¬ 
part  the  term — 

(a)  “Combination  loan”  means  a  loan 
for  the  purchase  of  a  mobile  home  and  a 
mobile  home  lot,  In  a  single  transaction. 

■  (b)  “Mobile  home  lot”  means  a  parcel 
or  portion  of  land  acceptable  to  the  Com¬ 
missioner  as  a  mobile  home  site.  The 
parcel  or  portion  of  land  may  be  unplat- 
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ted  or  may  be  in  a  mobile  home  park,  a 
new  subdivision  or  planned  unit  develop¬ 
ment  but  does  not  include  a  lot  subject 
to  a  condominium  agreement. 

(c)  “Repossession”  means  a  lawful 
foreclosure,  recovery  or  acquisition  of 
title  to  property  (pursuant  to  provisions 
of  a  security  agreement  or  mortgage) 
such  as  to  enable  the  insured  lender  to 
convey  marketable  title  to  a  third  party. 

(d)  “Borrower”  means  a  natural  per¬ 
son  who  applies  for  and  receives  a  loan 
for  the  purchase  of  a  mobile  home  and 
a  developed  or  undeveloped  lot,  or  only 
a  developed  or  undeveloped  mobile  home 
lot. 

(e)  “Owner”  means  a  borrow’er  who 
presently  owns  a  mobile  home  and  a  loan 
is  made  under  this  subpart  for  the  pur¬ 
chase  of  a  lot  upon  which  to  place  that 
mobile  home,  or  a  borrower  who  is  pur¬ 
chasing  a  mobile  home  and  a  lot  under 
the  provisions  of  this  subpart. 

(f)  “Developed  lot”  means  a  lot  with 
water  and  utility  connections,  sanitary 
facilities,  appropriate  driveways,  con- 

I  Crete  pad.  provision  for  anchoring,  and 

other  improvements  which  are  necessary 
to  make  the  lot  suitable  as  a  mobile 
home  site. 

(g)  “Undeveloped  lot”  means  a  lot 
with  water  and  utility  connections,  sani¬ 
tary  facilities,  ingress  and  egress  to  the 
property. 

(h)  “Actuarial  method”  means  the 
method  of  allocating  payments  made  on 
a  debt  between  the  amount  financed  and 
the  finance  charge  pursuant  to  which 
a  payment  is  applied  first  to  the  accumu¬ 
lated  finance  charge  and  any  remainder 
is  subtracted  from,  or  any  deficiency  is 
added  to,  the  unpaid  balance  of  the 
amount  financed. 

(i)  “Manufacturer's  invoice”  means  a 
document  which  is  officially  issued  by 

I  the  manufacturer  stating  the  true  whole¬ 

sale  price  of  a  mobile  home  and  its 
equipment  excluding  furniture  and  fur¬ 
nishings.  The  document  shall  be  on  a 
form  which  is  in  general  use  in  the 
industry. 

(j)  “Mobile  home"  means  a  transpor¬ 
table  structure  which  is  ten  body  feet  or 
more  in  width  and  is  forty  body  feet  or 
more  in  length,  and  which  is  built  on 
a  permanent  chassis,  and  designed  to  be 
used  as  a  dwelling  with  or  without  per¬ 
manent  foundation,  when  connected  to 
the  required  utilities,  and  includes  the 
plumbing,  heating,  air  conditioning  and 
electrical  systems  contained  therein. 
Where  a  mobile  home  is  composed  of  two 
or  more  modules  or  sections,  each  module 
or  section  shall  have  a  minimum  floor 
space  area  of  at  least  400  square  feet. 

Loan  Requirements 
§  201.1503  Eligibility  requirements. 

(a)  Loans  shall  be  made  only  for  fi- 
ancing  in  combination,  the  purchase  of 
a  mobile  home  and  a  developed  or  un¬ 
developed  mobile  home  lo  t  or  a  developed 
or  undeveloped  mobile  home  lot  by 
the  owner  of  a  mobile  home  which  mobile 
home  Is  the  principal  residence  of  that 
owner.  Furniture  or  furnishings  may  not 
be  Included  In  the  loan,  or  financed  with 
the  proceeds  of  the  loan. 
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§  201.1504  Maximum  loan  amounts  and 
terms. 

(a)  Maximum  permissible  loan 
amounts  and  terms  shall  not  exceed: 

(1)  $17,500  for  12  years  and  32  days 
in  the  case  of  the  purchase  of  a  mobile 
home  and  an  undeveloped  lot  (but  not 
to  exceed  $12,500  for  the  mobile  home) . 

(2)  $20,000  for  12  years  and  32  days 
in  the  case  of  the  purchase  of  a  mobile 
home  and  a  suitably  developed  lot  (but 
not  to  exceed  $12,500  for  the  mobile 
home) . 

(3)  $25,000  for  15  years  and  32  days  in 
the  case  of  a  purchase  of  a  mobile  home 
composed  of  two  or  more  modules  and 
an  undeveloped  lot  (but  not  to  exceed 
$20,000  for  the  mobile  home) . 

(4)  $27,500  for  15  years  and  32  days  in 
the  case  of  a  purchase  of  a  mobile  home 
composed  of  two  or  more  modules  and  a 
suitably  developed  lot  (but  not  to  exceed 
$20,000  for  the  mobile  home) . 

(b)  Maximum  permissible  loan 
amounts  and  terms  for  a  lot  purchased 
or  acquired  shall  not  exceed : 

(1)  $5,000  for  10  years  and  32  days 
for  the  purchase  of  an  undeveloped  lot 
on  which  to  place  a  mobile  home  owned 
by  the  borrower. 

(2)  $7,500  for  10  years  and  32  days 
for  the  purchase  of  a  suitably  developed 
lot  on  which  to  place  a  mobile  home 
owned  by  the  borrower. 

§  201.1505  Combination  loans  for  the 
purchase  of  a  mobile  home  and  a  de¬ 
veloped  or  undeveloped  lot. 

( a  >  A  loan  to  purchase  a  mobile  home 
and  a  developed  or  undeveloped  lot  on 
which  such  mobile  home  is  placed  shall 
be  eligible  for  insurance:  Provided, 
That— 

(1)  The  borrower  will  acquire  title  to 
such  lot,  which  shall  meet  the  require¬ 
ments  of  §  201.1507  of  this  subpart; 

(2)  The  loan  is  secured  by  a  first  lien; 

(3)  The  lot  is  determined  by  the  Com¬ 
missioner  to  be  an  acceptable  mobile 
home  site; 

(b)  Notwithstanding  that  the  borrow¬ 
er’s  obligation  for  purchase  or  acquisition 
of  the  lot  is  evidenced  and  secured  separ¬ 
ately  from  his  obligation  for  the  purchase 
of  the  mobile  home,  the  instruments  evi¬ 
dencing  both  obligations  shall  constitute 
one  loan  for  the  purpose  of  this  part. 

(c)  The  cost  of  the  home  and  lot  and 
the  cost  of  improvements  to  the  home  or 
lot  which  will  not  be  paid  from  the  pro¬ 
ceeds  of  the  loan  must  be  paid  by  the 
borrower  in  cash  from  his  or  her  own 
resources. 

§  201.1506  Loans  for  the  purchase  or 
acquisition  of  a  lot. 

(a)  A  loan  to  finance  the  purchase  or 
acquistion  by  the  borrower  of  a  lot  on 
which  to  piace  a  mobile  home  owned  by 
the  borrower  shall  be  eligible,  provided, 
that: 

(1)  The  borrower  will  acquire  title  to 
such  lot,  which  shall  meet  the  require¬ 
ments  of  $  201.1507  of  this  part; 

(2)  The  loan  is  secured  by  a  first  lien; 

(3)  The  cost  of  the  purchase  or  acqui¬ 
sition  of  the  lot  which  will  not  be  paid 
from  the  proceeds  of  the  loan  is  paid  by 


32565 

the  borrower  in  cash  from  his  or  her  own 
resources. 

(4)  The  borrower  certifies  that  he  or 
she  owns  a  mobile  home  which  is  the  bor¬ 
rower’s  principal  residence. 

(5)  The  borrower  certifies  that  he  or 
she  will  place  his  or  her  mobile  home  on 
the  lot  within  six  months  after  the  date 
the  loan  is  made. 

(b)  For  the  purposes  of  this  subpart, 
acquisition  or  purchase  of  a  mobile  home 
lot  includes: 

(1)  The  refinancing  of  the  balance 
owed  by  the  borrower  as  purchaser  under 
an  existing  real  estate  installment  con¬ 
tract;  or 

(2)  The  refinancing  of  existing  mort¬ 
gage  loans  or  other  items  which  are  se¬ 
cured  of  record  on  a  mobile  home  lot 
owned  by  the  borrower.  • 

§  201.1507  Title  and  lien  requirements. 

(a)  The  interest  in  the  realty  consti¬ 
tuting  a  mobile  home  lot  purchased  or  ac¬ 
quired  by  the  borrower  wholly  or  in  part 
with  the  proceeds  of  a  loan,  shall  not  be 
less  than  a  fee  simple  estate; 

(b)  The  title  to  the  realty  shall  be  a 
marketable  title  such  as  is  generally  ac¬ 
ceptable  to  informed  buyers,  title  com¬ 
panies,  and  attorneys  in  the  community 
in  which  the  property  is  situated. 

(c)  It  shall  be  the  responsibility  of  the 
lender  to  assure  that  the  borrower  ob¬ 
tains  or  has  an  estate  in  the  land  con¬ 
stituting  the  mobile  home  lot  that  meets 
the  requirements  of  this  section  and 
§  201.1508. 

§  201.1508  Waived  title  objections. 

Title  shall  not  be  objected  to  by  rea¬ 
son  of  the  following  matters : 

(a)  Violations  of  a  restriction  based 
on  race,  color  or  creed,  even  where  such 
restrictions  provide  for  a  penalty  of  re¬ 
version  or  forfeiture  of  title  or  a  lien  for 
liquidated  damage. 

(b) (1)  Customary  easements  for  pub¬ 
lic  utilities,  party  walls,  driveways,  and 
other  purposes. 

(2)  Easements  for  public  utilities  along 
one  or  more  of  the  property  lines  and 
extending  not  more  than  10  feet  there¬ 
from  and  for  drainage  or  irrigation 
ditches  along  the  rear  10  feet  of  the  prop¬ 
erty,  provided  the  exercise  of  the  rights 
thereunder  do  not  interfere  with  any  of 
the  buildings  or  improvements  located  on 
the  subject  property. 

(c)  Easements  for  underground  con¬ 
duits  which  are  in  place  and  do  not  ex¬ 
tend  under  any  buildings  on  the  subject 
property ; 

(d)  Mutual  easements  for  joint  drive¬ 
ways  constructed  partly  on  the  subject 
property  and  partly  on  adjoining  prop¬ 
erty,  provided  the  agreements  creating 
such  easements  are  of  record: 

(e)  Encroachments  on  the  subject 
property  by  improvements  on  adjoining 
property  where  such  encroachments  do 
not  exceed  1  foot,  provided  such  en¬ 
croachments  do  not  touch  any  buildings 
or  interfere  with  the  use  of  any  improve¬ 
ments  on  the  subject  property; 

(f)  Encroachments  on  adjoining 
property  by  eaves  and  overhanging  pro¬ 
jections  attached  to  improvements  on 
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subject  property  where  such  encroach¬ 
ments  do  not  exceed  1  foot. 

(g)  Encroachments  on  adjoining 
property  by  hedges,  wooden  or  wire 
fences  belonging  to  the  subject  prop¬ 
erty; 

(h)  Encroachments  on  the  adjoining 
property  by  driveways  belonging  to  sub¬ 
ject  property  where  such  encroach¬ 
ments  do  not  exceed  1  foot,  provided 
there  exists  a  clearance  of  at  least  8 
feet  between  the  buildings  on  the  subject 
property  and  the  property  line  affected 
by  the  encroachment  ; 

(i)  Variations  between  the  length  of 
the  subject  property  lines  as  shown  on 
the  application  for  insurance  and  as 
shown  by  the  record  or  possession 
lines,  provided  such  variations  do  not  in¬ 
terfere  with  the  use  of  any  of  the  im¬ 
provements  on  the  subject  property  and 
do  not  involve  a  deficiency  of  more  than 
2  percent  with  respect  to  the  length  of 
the  front  line  or  more  than  5  percent 
with  respect  to  the  length  of  any  other 
line; 

(j)  Encroachments  by  garages  or  im¬ 
provements  other  than  those  which  are 
attached  to  a  portion  of  the  main  dwel¬ 
ling  structure  over  easements  for  pub¬ 
lic  utilities,  provided  such  encroachment 
does  not  interfere  with  the  use  of  the 
easement  or  the  exercise  of  the  rights  of 
repair  and  maintenance  in  connection 
therewith; 

(k)  Violations  of  cost  or  set  back  re¬ 
strictions  which  do  not  provide  a  penalty 
of  reversion  or  forfeiture  of  title,  or  a 
lien  for  liquidated  damages  which  may  be 
superior  to  the  lien  of  the  Insured  mort¬ 
gage.  Violations  of  such  restrictions 
which  do  provide  for  such  penalties,  pro¬ 
vided  such  penalty  rights  have  been  duly 
released  or  subordinated  to  the  lien  of 
the  Insured  mortgage,  or  provided  that 
the  borrower  has  been  furnished  with  a 
policy  of  title  insurance  expressly  insur¬ 
ing  the  borrower  against  loss  by  reason  of 
such  penalties. 

(l)  Customary  building  and  use  restric¬ 
tions  which: 

(1)  Are  coupled  with  a  reversionary 
clause,  provided  there  has  been  no  viola¬ 
tion  prior  to  the  date  of  the  deed  to  the 
borrower;  or 

(2)  Are  not  coupled  with  a  reversion¬ 
ary  clause  and  have  not  been  violated  to 
a  material  extent. 

(m)  Outstanding  oil,  water  or  mineral 
rights  (or  damage  caused  by  the  exercise 
of  such  rights)  which  are  customarily 
waived  by  prudent  lending  institutions 
and  leading  attorneys  in  the  community. 

§  201.1509  Fees  and  charge*. 

(a)  Fees  and  charges  Incident  to  the 
origination  of  a  loan  which  may  be  paid 
by  the  borrower  shall  be  limited  to  rea¬ 
sonable  and  customary  amounts  for  the 
following: 

\  (1)  Appraisal  fees. 

(2)  Recording  fees  and  recording  taxes. 

•  (3)  Credit  report. 

'  (4)  That  portion  of  taxes,  assessments, 
and  other  similar  items  for  the  current 
year  chargeable  to  the  borrower  and  his 
initial  deposit  (lump-sum  payment)  for 
any  tax  and  Insurance  account. 


(5)  Survey,  if  required,  by  the  lender 
or  borrower. 

(6)  Title  examination  and  title  insur¬ 
ance,  if  any. 

(7)  Such  other  items  as  may  be  au¬ 
thorized  in  advance  by  the  Commissioner 
as  appropriate  for  inclusion  under  this 
paragraph. 

(b)  Fees  and  charges  specified  in  this 
section  may  not  be  included  in  the  loan. 

§  201.1510  Borrower's  minimum  invest¬ 
ment. 

The  borrower  shall  make  a  minimum 
cash  downpayment  of  at  least  5  percent 
of  the  first  $10,000  of  purchase  price  of 
the  mobile  home  and  lot  plus  10  percent 
of  any  amount  in  excess  of  $10,000. 
Where  only  a  mobile  home  lot  is  being 
financed,  the  borrower  shall  make  a  min¬ 
imum  cash  downpayment  of  at  least  10 
percent  of  the  purchase  price  of  the  mo¬ 
bile  home  lot. 

§201.1511  Financing  charges. 

(a)  Maximum  financing  charges.  The 
maximum  permissible  financing  charge 
which  may  be  directly  or  indirectly  paid 
to,  or  collected  by,  the  insured  in  connec¬ 
tion  with  a  combination  mobile  home 
and  lot  loan  or  mobile  home  lot  loan 
transaction  shall  not  exceed: 

( 1 )  10  y2  percent  per  annum. 

(2)  No  points  or  discounts  of  any  kind 
may  be  assessed  or  collected  in  connec¬ 
tion  with  the  loan  transaction  except 
that  a  one  percent  origlnaion  fee  calcu¬ 
lated  on  the  net  proceeds  of  the  loan, 
may  be  collected  from  the  borrower.  If 
assessed,  this  fee  must  be  included  in  the 
finance  charge.  Finance  charges  on  indi¬ 
vidual  loans  shall  be  made  in  accordance 
with  tables  of  calculation  issued  by  the 
Commissioner. 

(b)  Prepayment  rebate.  If  an  obliga¬ 
tion  is  paid  in  full  prior  to  maturity,  the 
insured  shall  rebate  the  full  unearned 
charge  according  to  the  actuarial  meth¬ 
od,  where  such  rebate  is  $1  or  more. 

§  201.1512  Mobile  home  lot  certifica¬ 
tion. 

(a)  Prior  to  disbursement  of  loan  pro¬ 
ceeds  for  purchase  of  a  mobile  home  lot, 
the  insured  shall  obtain  a  certificate  on 
a  form  prescribed  by  the  Commissioner, 
signed  by  the  seller  and  borrower,  estab¬ 
lishing  that: 

(1)  The  lot  meets  the  requirements 
established  by  the  Commissioner,  and 
has  been  appraised  by  him ; 

(2)  The  borrower  has  not  been  paid  or 
offered,  as  an  inducement  for  consum¬ 
mation  of  the  transaction,  any  cash  pay¬ 
ment  or  rebate,  nor  has  it  been  repre¬ 
sented  to  the  borrower  that  he  or  she 
will  receive  a  cash  bonus  payment  or 
commission  on  future  sales; 

(3)  That  if  the  loan  is  solely  for  the 
purchase  of  a  mobile  home  lot  by  the 
present  owner  of  a  mobile  home,  which 
is  the  principal  residence  of  the  borrower, 
the  borrower  shall  certify  that  he  will 
place  his  mobile  home  on  the  lot  ac¬ 
quired  with  such  loan  within  six  months 
after  the  date  of  such  loan. 

(b)  If  the  Insured  has  informa¬ 
tion  to  the  contrary  with  regard  to  the 
statements  in  the  mobile  home  lot  cer¬ 


tification  he  shall  not  disburse  the  loan 
proceeds.  In  absence  of  such  contrary  in¬ 
formation  he  may  disburse  the  loan  pro¬ 
ceeds  in  reliance  upon  the  statements  in 
the  certification. 

Insurance  Requirements 

§201.1513  Insurance  reserve. 

All  of  the  provisions  of  §  201.12  with 
respect  to  the  maintenance  for  each  in¬ 
sured  lender  of  a  general  insurance  re¬ 
serve  shall  apply  with  respect  to  loans 
reported  for  insurance  under  this  sub- 
part.  The  aggregate  amount  of  loans  ad¬ 
vanced  by  an  insured  lender,  for  the 
purposes  of  determining  its  general  in¬ 
surance  reserve,  shall  include  loans  re¬ 
ported  for  insurance  under  all  subparts 
of  this  part. 

§  201.1514  Rate  of  insurance  charge. 

The  insured  shall  pay  to  the  Commis¬ 
sioner  an  insurance  charge  equal  to  fifty- 
four  one  hundredths  (0.54)  of  1  per  cent 
per  annum  of  the  net  proceeds  of  any 
eligible  loan  reported  and  acknowledged 
for  insurance.  In  computing  the  insur¬ 
ance  charge,  no  charge  shall  be  made 
for  a  period  of  14  days  or  less,  and  a 
charge  for  a  month  shall  be  made  for  a 
period  of  more  than  14  days. 

Default  Under  Mobile  Home 
Obligation 

§  201.1515  Definition  of  default. 

If  the  mortgagor  fails  to  make  any 
payment,  or  to  perform  any  other  duty 
under  the  mobile  home  security  device 
or  mobile  home  lot  mortgage  and  such 
failure  continues  for  a  period  of  30  days, 
the  obligation  shall  be  considered  in  de¬ 
fault  for  the  purposes  of  this  subpart. 

§  201.1516  Date  of  default. 

For  the  purposes  of  this  subpart,  the 
date  of  default  shall  be  considered  as  30 
days  after: 

(a)  The  first  uncorrected  failure  to 
perform  any  duty  under  the  mobile  home 
obligation  or  mobile  home  lot  mortgage: 
or 

(b)  The  first  failure  to  make  a 
monthly  payment  which  is  not  covered 
by  subsequent  payments  made  by  the 
borrower  when  such  subsequent  pay¬ 
ments  are  applied  to  the  overdue  monthly 
payments  in  the  order  In  which  they 
became  due. 

(c)  If  after  default  and  prior  to  com¬ 
pletion  of  foreclosure  or  repossession 
proceedings  the  borrower  shall  cure  the 
default,  the  lender  shall  reinstate  the 
loan  as  if  a  default  had  not  occurred; 
Provided,  The  borrower  pays  to  the  in¬ 
sured  lender  such  expenses  as  the  lend¬ 
er  has  incurred  in  connection  with  the 
foreclosure  or  repossession  proceedings. 

§  201.1517  Notice  of  default. 

The  insured  lender  shall,  within  60 
days  after  the  date  of  default  as  defined 
In  this  part,  give  written  notice  thereof 
to  the  Commissioner  on  a  form  pre¬ 
scribed  by  him,  unless  such  default  has 
been  cured  or  unless  the  Commissioner 
has  been  notified  of  a  previous  default 
which  remains  uncured. 
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§  201.1518  Acquisition  of  property. 

At  any  time  within  one  year  from  the 
date  of  default,  or  such  additional  period 
of  time  as  may  be  approved  by  the  Com¬ 
missioner,  the  lender,  at  its  election,  shall 
either: 

(a)  Commence  foreclosure  or  reposses¬ 
sion;  or 

(b)  Acquire  possession  of,  and  title  to, 
the  mortgaged  property  by  means  other 
than  foreclosure. 

§  201.1519  Notice  of  foreclosure. 

The  insured  lender  shall  give  written 
notice  to  the  Commissioner  on  a  form 
prescribed  by  him  within  30  days  after 
the  institution  of  foreclosure  or  repos¬ 
session  proceedings  and  shall  exercise 
reasonable  diligence  in  prosecuting  such 
proceedings  to  completion. 

§  201.1520  Deed  in  lieu  of  foreclosure. 

(a)  In  lieu  of  instituting  or  completing 
a  foreclosure  or  repossession,  the  lender 
may  acquire  property  by  voluntary  con¬ 
veyance  from  the  mortgagor.  Convey¬ 
ance  of  the  property  by  deed  in  lieu  of 
foreclosure  is  approved  subject  to  the 
following  requirements: 

(1)  The  loan  is  in  default  at  the  time 
the  deed  is  executed  and  delivered; 

(2)  The  credit  instrument  is  cancelled 
and  surrendered  to  the  mbrtgagor; 

(3)  The  mortgage  and  security  agree¬ 
ment  is  satisfied  of  record  as  a  part  of 
the  consideration  for  such  conveyance; 
and 

(4)  The  deed  from  the  borrower  con¬ 
tains  a  covenant  which  warrants  against 
the  acts  of  the  grantor  and  all  claiming 
by,  through,  or  under  him  and  conveys, 
good  marketable  title. 

§  201.1521  Notice  of  acquisition  of  title. 

The  lender  shall  give  written  notice  to 
the  Commissioner  on  a  form  prescribed 
by  him  within  15  days  of  acquisition  of 
good  marketable  title  to  the  property. 

§  201.1522  Disposition  of  property. 

(a)  The  insured  lender  shall  take  pos¬ 
session  of,  preserve  and  repair- the  prop¬ 
erty,  and  within  six  months  after  the 
date  of  acquisition  of  marketable  title, 
shall  sell  the  property  for  the  best  price 
obtainable.  Repairs  shall  not  exceed  those 
required  by  local  law.  No  other  repairs 
shall  be  made  without  the  specific  ad¬ 
vance  approval  of  the  Commissioner. 

(b)  The  insured  lender  shall  not  en¬ 
ter  into  a  contract  for  the  preservation, 
repair  or  sale  of  the  property  with  any 
officer,  employee,  owner  of  ten  percent  or 
more  interest  in  the  insured  lender  or 
with  any  other  person  or  organization 
having  an  identity  of  interest  with  the 
insured  lender  or  with  any  relative  of 
such  officer,  employee,  owner  or  person. 

Claim 

§  201.1525  Claim  application. 

(a)  How  to  file.  Claim  for  reimburse¬ 
ment  for  loss  on  any  eligible  loan  shall 
be  made  on  a  form  provided  by  the  Com¬ 
missioner  and  executed  by  a  qualified  offi¬ 
cer  of  the  insured  lender.  The  claim  shall 
be  accompanied  by  the  insured  lender's 
complete  file,  including  copies  of  apprais¬ 


als  made  by  appraisers  acceptable  to  the 
Commissioner,  pertaining  to  the  trans¬ 
action.  Where  the  insured  is  required  by 
law  to  keep  an  original  document  in  its 
possession,  a  copy  of  the  original  docu¬ 
ment  shall  be  deemed  acceptable. 

(b)  When  to  file.  Claim  shall  not  be 
filed  by  the  insured  lender  until  after  de¬ 
fault,  repossession,  and  resale  of  the 
mobile  home  and  lot  or  mobile  home  lot. 
Where  a  mobile  home  and  lot  have  been 
financed,  the  mobile  home  and  lot  shall 
be  sold  in  a  single  transaction.  The  mobile 
home  may  not  be  removed  from  the  lot 
without  the  prior  approval  of  the  Com¬ 
missioner.  Claim  shall  be  filed  no  later 
than  12  months  and  31  days  after  the  due 
date  of  the  earliest  fully  unpaid  install¬ 
ment  provided  for  in  the  obligation,  un¬ 
less  an  extension  is  requested  and  ap¬ 
proved  by  the  Commissioner. 

§  201.1526  .  Amount  of  claim. 

An  insured  lender  may  be  reimbursed 
for  losses  on  loans  made  in  accordance 
with  the  regulations  under  this  part,  up 
to  the  amount  of  its  general  insurance 
reserve.  The  amount  of  reimbursement 
is  determined  by  following  the  computa¬ 
tion  steps  prescribed  in  paragraphs  (a), 
(b> ,  and  (c)  of  this  section. 

(a)  Deduct  from  the  unpaid  amount 
of  the  obligation  (net  unpaid  principal 
and  the  earned  portion  of  the  financing 
charge,  calculated  according  to  the  ac¬ 
tuarial  method),  at  the  time  of  default: 

(1)  The  actual  sales  price  obtained 
after  lawful  repossession  and  resale  of 
the  mobile  home  and  lot,  or  mobile  home 
lot,  or  the  appraised  value,  whichever 
amount  is  the  greater.  The  appraised 
value  shall  be  determined  by  an  ap¬ 
praiser  acceptable  to  the  Commissioner; 

(2)  All  amounts  received  by  the  lender 
on  account  of  the  loan  from  any  source 
relating  to  the  property  on  account  of 
rent  or  other  income  after  deducting 
reasonable  expenses  incurred  in  han¬ 
dling  the  property; 

(3)  All  cash  retained  by  the  lender 
including  amounts  held  or  deposited  for 
the  account  of  the  borrower  or  to  which 
it  is  entitled  under  the  loan  transaction 
that  has  not  been  applied  in  reduction 
of  the  borrower’s  indebtedness. 

(b)  Add  to  90  percent  of  the  amount 
determined  under  paragraph  (a)  of  this 
section  90  percent  of  the  interest  at  7 
percent  per  annum  on  the  amount  de¬ 
termined  under  paragraph  (a)  of  this 
section  computed  from  the  date  of 
default: 

(1)  To  either  the  date  of  claim  appli¬ 
cation  or  for  a  period  of  12  months  and 
31  days  following  such  default  date, 
whichever  period  of  time  is  the  lesser 
or: 

(2)  To  the  date  of  certification  of 
the  claim  for  payment  in  a  case  where 
an  otherwise  eligible  claim  has  been  held 
in  suspense  by  the  Commissioner  pend¬ 
ing  a  determination  of  the  eligibility  for 
insurance  of  other  claims  or  loans,  or 
by  an  investigation  of  the  insured’s  loan 
or  claim  activities. 

(c)  Add  to  the  amount  obtained  under 
paragraph  (b)  of  this  section  90  per¬ 
cent  of  the  following  allowances  for  ex¬ 
penditures  made  by  the  Insured: 


(1)  Taxes,  ground  rent  and  water 
rates,  which  are  liens  prior  to  the  mort¬ 
gage,  prorated  to  the  date  of  disposition 
of  the  property ; 

(2)  Special  assessments,  which  are 
noted  on  the  application  for  insurance  of 
which  become  liens  after  the  insurance 
of  the  mortgage,  prorated  to  the  date 
of  disposition  of  the  property; 

(3)  Hazard  insurance  on  the  mort¬ 
gaged  property,  prorated  to  the  date  of 
disposition  of  the  property ; 

(4)  Taxes  imposed  upon  any  deeds  or 
other  instruments  by  which  said  property 
was  acquired  by  the  mortgagee; 

(5)  Foreclosure  costs  or  costs  of  ac¬ 
quiring  the  property  otherwise  actually 
paid  by  the  insured  lender  and  approved 
by  the  Commissioner,  in  an  amount  not 
in  excess  of  two-thirds  of  such  costs  or 
$75,  whichever  is  the  greater. 

(6)  Reasonable  payments  made  by  the 
insured  lender  for: 

(i)  Preservation  and  maintenance  of 
the  property; 

(ii)  Repairs  required  by  local  law,  and 
such  additional  repairs  as  may  be  spec¬ 
ifically  approved  in  advance  by  the  Com¬ 
missioner; 

(iii)  Expenses  in  connection  with  the 
sale  of  the  property  including  a  sales 
commission  at  the  rate  customarily  paid 
in  the  community; 

(iv)  Appraisal  fee  not  to  exceed  $45.00. 

§  201.1527  Incontestability  of  claim 
payment. 

Any  payment  for  loss  made  to  an  in¬ 
sured  lender  shall  be  final  and  incon¬ 
testable  after  two  years  from  the  date 
the  claim  was  certified  for  payment  in 
the  absence  of  fraud  or  misrepresenta¬ 
tion  on  the  part  of  the  lender,  unless  a 
demand  for  repurchase  of  the  obligation 
shall  have  been  made  on  behalf  of  the 
United  States  prior  to  the  expiration  of 
such  two-year  period. 

Extension  of  Time 

§  201.1528  Actions  to  be  taken  by  in¬ 
sured  lender. 

The  Commissioner  may  extend  any 
time  period  respecting  any  action  re¬ 
quired  of  an  insured  which  is  prescribed 
by  this  subpart. 

Amendments 

§  201.1530  Effect  of  amendments. 

The  regulations  in  this  subpart  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  such  amendment  shall  not 
adversely  affect  the  insurance  coverage 
of  a  lender  under  its  contract  of  insur¬ 
ance  on  any  loan  previously  made  or  in 
the  process  of  being  made. 

(It  Is  hereby  certified  that  the  economic  and 
inflationary  Impacts  of  this  proposed  rule 
have  been  carefully  evaluated  in  accordance 
with  OMB  Circular  A-107) 

Issued  at  Washington,  D.C.,  July  23, 
1976. 

James  L.  Young, 
Assistant  Secretary  for  Housing, 
Federal  Housing  Commissioner. 
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